PUBLIC LAW 97-451—JAN. 12, 1983

Public Law 97-451
97th Congress

An Act

Attachment 1

96 STAT. 2447

To ensure that all oil and gas originated on the public lands and on the Outer Jan. 12, 1983
Continental Shelf are properly accounted for under the direction of the Secretary [HR—5121]
of the Interior, and for other purposes. o

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,
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FINDINGS AND PURPOSES

Sec. 2. (a) Congress finds that—

{1) the Secretary of the Interior should enforce effectively and
unifermly existing regulations under the mineral leasing laws
providing for the inspection of production activities on lease
sites on Federal and Indian lands;

(2) the system of accounting with respect to royalties and
other payments due and owing on oil and gas produced from
such lease sites is archaic and inadequate;

(3) it is essential that the Secretary initiate procedures to
improve methods of accounting for such royalties and payments
and to provide for routine inspection of activities related to the
production of oil and gas on such lease sites; and

{4) the Secretary should aggressively carry out his trust re-
sponsibility in the administration of Indian ¢il and gas.

(bj It ia the purpose of this Act—

(1) to clarify, reaffirm, expand, and define the responsibilities
and obligations of lessees, operators, and other persons involved
in transportation or sale of oil and gas from the Federal and
Indian lands and the Outer Continental Shelf;

{2) to clarify, reaffirtn, expand and define the authorities and
responsibilities of the Secretary of the Interior to implement
and maintain a royalty management system for oil and gas
leases on Federal lands, Indian lands, and the Outer Continen-
tal Shelf;

(3) to require the development of enforcement practices that
ensure the prompt and proper collection and disbursement of oil
and gas revenues owed to the United States and Indian lessors
and those inuring to the benefit of States;

(4 to fulfill the trust responsibilitv of the United States for
the administration of Indian oil and gas resources; and

(5) to effectively utilize the capabilities of the States and
Indian tribes in developing and maintaining an efficient and
effective Federal royalty management system.

DEFINITIONS

Skc. 3. For the purposes of this Act, the term—

(1) “Federal land” means all land and interests in land owned
by the United States which are subject to the mineral leasing
laws, including mineral resources or mineral estates reserved to
the United States in the conveyance of a surface or nonmineral
estate;

{(2) “Indian allottee” means any Indian for whom land or an
interest in land is held in trust by the United States or who
holds title subject to Federal restriction against alienation;

(8) “Indian lands” means any lands or interest in lands of an
Indian tribe or an Indian allottee held in trust by the United
States or which is subject to Federal restriction against alien-
ation, including mineral resources and mineral estates reserved
to an Indian tribe or an Indian allottee in the conveyance of a
surface or nonmineral estate, except that such term does not
include any lands subject to the provisions of section 3 of the
Act of June 28, 1906 (34 Stat. 539);

(4) “Indian tribe” means any Indian tribe, band, nation,
pueblo, community, rancheria, colony, or other group of Indi-
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ans, including the Metlakatla Indian Community of Annette
Island Reserve, for which any land or interest in land is held by
the United States in trust or which is subject to Federal restric-
tion against alienation;

{5) “lease” means any contract, profit-share arrangement,
joint venture, or other agreement issued or approved by the
United States under a mineral leasing law that authorizes
exploration for, extraction of, or removal of oil or gas;

(6) “lease site” means any lands or submerged lands, includ-
ing the surface of a severed mineral estate, on which explora-
tion for, or extraction or removal of, oil or gas is authorized
pursuant to a lease;

(7) “lessee” means any person to whom the United States, an
Indian tribe, or an Indian allottee, issues a lease, or any person
who has been assigned an obligation to make royalty or other
payments required by the lease;

(8) “mineral leasing law’’ means any Federal law adminis-
tered by the Secretary authorizing the disposition under lease of
oil or gos;

(9 "oil or gas” means any oil or gas originating from, or
?lloé:ated {0, the Outer Continental Shelf, Federal, or Indian
ands;

(10) “"Outer Continental Shelf” has the same meaning as
provided in the Quter Continental Shelf Lands Act (Public Law
95-372); 48 USC 1801

(11} “operator” means any person, including a lessee, who has  note
control of, or who manages operations on, an oil and gas lease
‘ssili;e”gn Federal or Indian lands or on the QOuter Continental

ell;

(12) “person” means any individual, firm, corporation, associ-
atian, ?artnership, consartium, or joint venture;

(13) “production” means those activities which take place for
the removal of ¢il or gas, including such removal, field oper-
ations, transfer of oil or gas off the lease site, operation monttor-
ing, maintenance, and workover drilling;

{14) “royalty”’ means any payment based on the vaiue or
volume of production which is due to the United States or an
Indian tribe or an Indian allottee on production of oil or gas
from the Outer Continental Shelf, Federal, or Indian lands, or
anﬁemmlmum royalty owed to the United States or an Indian
tribe or an Indian allottee under any provision of a lease;

(16) “Secretary” means the Secretary of the Interior or his
designee; and

(16) “State” means the several States of the Union, the Dis-
trict of Columbia, Puerto Rico, the territories and possessions of
the United States, and the Trust Territory of the Pacific Islands.

TITLE [-FEDERAL ROYALTY MANAGEMENT AND
ENFORCEMENT

DUTIES OF THE SECRETARY

_Sec. 101. (@) The Secretary shall establish & comprehensive inspec- Comprehensive
tion, collection and fiscal and production accounting and auditing gﬁ‘;".;‘i'r‘f“‘g and
system to provide the capability to accurately determine oil and gas 3 USCTIL

royalties, interest, fines, penalties, fees, deposits, and other pay-
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Lease accounts,

audits.
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30 UsC 712,

ments owed, and to collect and account for such amounts in a timely
manner.

(b) The Secretary shall—

(1) establish procedures to ensure that authorized and prop-
erly identified representatives of the Secretary will inspect at
least once annually each lease site producing or expected to
produce significant quantities of oil or gas in any year or which
has a history of noncompliance with applicable provisions of law
or regulations; and

(2) establish and maintain adequate programs providing for
the training of all such authorized representatives in methods
and tachningues of inspection and accminting that will he need in
the implementation of this Act.

(cX1) The Secretary shall audit and reconcile, to the extent practi-
cable, all current and past lease accounts for leases of oil or gas and
take appropriate actions to make additional collections or refunds as
warranted. The Secretary shall conduct audits and reconciliations of
lease accounts in conformity with the business practices and record-
keeping systems which were required of the lessee by the Secretary
for the period covered by the audit. The Secretary shall give priority
to auditing those lease accounts identified by a State or Indian tribe
as having significant potential for under{:ayment. The Secretary
may also audit accounts and records of selected lessees and opera-
tors,
(2) The Secretary may enter into contracts or other appropriate
arrangements with independent certified public accountants to un-
dertake audits of accounts and records of any lessee or operator
relating to the lease of oil or gas. Selection of such independent
certified public accountants shall be by competitive bidding in
accordance with the Federal Property and Administrative Services
Act of 1949 (41 U.8.C. 252), except that the Secretary may not enter
into a contract or other arrangement with any independent certified
public accountant to audit any lessee or operator where such lessee
or operator is a primary audit client of such certified public
accountant.

(3) All books, accounts, financial records, reports, files, and other
papers of the Secre , or used by the Secretary, which are reason-
ably nec to facilitate the audits required under this section
shall be made available to any person or governmental entity
conducting audits under this Act.

DUTIES OF LESSEES, OPERATORS, AND MOTOR VEHICLE TRANSPORTERS

Skc. 102. (a) A lessee—

(1) who is required to make any royalty or other payment
under a lease or under the mineral leasing laws, shall make
such payments in the time and manner as may be specified hy
the Secretary; and

(2) shall notify the Secretary, in the time and manner as may
be specified by the Secretary, of any assignment the lessee may
have made of the obligation to make any royalty or other
payment under a lease or under the mineral leasing laws.

(b) An operator shall-—

(1) develop and comply with a site security plan designed to
protect the oil or gas produced or stored on an onshore lease site
Trom theft, which plan shall conform with such minimum stand-





